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QUANTIFIABLE EDGES
SUBSCRIBER LETTER

ASSESSING MARKET ACTION WITH INDICATORS AND HISTORY

December 7, 2018 Volume 11 Issue 236

Market Overview

Quantifiable Edges 1-day Risk/Reward Outlook (uantifiable Edges 3-day Risk/Reward Outlook
Bearish Bullsh  Bearish Bulish

Signals Overview
Aggregator CBI Reading
Long 0

Tonight’s Research Points

o 2 unfilled gaps down like we have seen the last 2 days have often been followed

by a bounce.
e The big reversal above the open, but still closing down on the day suggests a
short-term upside edge for SPY.

Short-term Outlook

The Bottom Line
The Aggregator is bullish. Evidence is stronger tonight. And reward/risk appears

favorable. 1 like the odds for the bulls over the next few days.
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Summary of Recent Active Studies (see Letters from listed dates for details)

Avg Avg Avg DrawDn
Study Date Description Time span |Bias Run-up [DrawDn [-1Std Dev
Active - Short Term
December 7, 2018 Close > 1% above open but down on day |1-2 days Bullish
December 7,2018 Unfilled gap dn 2 days < 200ma 1-5 days Bullish
December 6, 2018 Up Vol % Rank < 2%. SPX > 10-low <200|1-2 days Bullish
Active - Long Term
November 8, 2018 FTD with strong breadth & 20-day high |int term Bullish
November 1,2018 Best 6 Month During Pres Yr 3 1-6 months |[Bullish 17.70% -3.10% -7.20%
October 1,2018 Quantitative Tightening $50billion/mo |int term Bearish
January 8,2018 1st 4 days of year close higher 1-250 days |Bullish 15.90% -5.70% -11.10%
April 26,2016 Golden Cross int term Bullish
July 22, 2013 New High Divergence (Study of Tops)  |int term Bearish

The Evidence

Thursday started with a large gap down, but a large reversal left the indices mixed at the
close. The SPX finished down 0.15%, the NASDAQ rose 0.4%, and the Russell 2000
dropped 0.2%. Breadth was negative as the NYSE Up Issues % was 38% and the Up
Volume % came in at just 35%. NYSE volume rose from Tuesday’s level.

Both Tuesday and Thursday saw SPY leave an unfilled gap down. While 2 unfilled gaps
down in a row is fairly unusual, it happened just recently as well. In the 11/21/18 letter |
looked at times SPY gapped down 2 days in a row and below the 200ma. | have updated
that research below.

SPY posts an unfilled gap down today and yesterday. Close < 200ma.
Buy on close. Sell X days later. $100k/trade. 2002 - present.

All: Avg All: Max All: Avg All: Max All:

All: All: Al
X All: Met Profit | Tetal |Winning| Loging REE Winning Winning Lo=ing Lesing Win/Loss o LB
Da‘_f'S Tradesz| Trades | Trades FOLELE Trade Trade Trade Trade Ratio FOLFEEE RS
5 30,139.26 19 16 3 8421| 252093| 6,103.89| -3393.56| -5855.50 0.74 396| 158628
4 2341482 20 13 7 §5.00 277488 694143 1807568 -4811.20 1.53 285 1170.74
3 20,088.75 20 12 2/ 60.00 5838818 1136810 -2,474.50 2.14 3.21 1,004.44
2 14 5521 | 10 11 4782 509124 -128323 -5231.80 223 203 692.96
1 6,614.53 25 14 11 55.000 123542 281820 -871.03| -4,080.40 127 1.82 2684.58

95% -of instances closed above the entry price
at some point in the next week.

The numbers are compelling. Here is the profit curve.
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SPY posts an unfilled gap down today and yesterday. Close < 200ma.
Buy on close. Sell 5 days later. $100k/trade. 2002 - present.
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As you would expect with such a high percentage of winners, the curve looks strong too.

It is also notable that the gap down was large. Another study that caught my eye tonight
considered the sizable gap and partial reversal of that gap. It examined times when SPY
rose over 1% from open to close but still finished down on the day and below the 10ma.
It was last seen in the 8/25/15 letter and has been updated below.

SPY closes = 1% above the open but still down on the day. Close < 10ma and < 200ma.
Buy on close. Sell X days later. $100kitrade. 1993 - present.

X Al Al All: All % Al Avg All: Max All: Avg Al Max Al

All: Net Profit | Total Winning| Losing i} Winning Winning Losing Loging Win/Loss ik (LB
Da‘_n"S Trades| Trades | Trades FIOIELS Trade Trade Trade Trade Ratio FOLFERy)  TEiE
10 15 10 5 6667 5570.28| 12,037.05| -2,588.38| -4,085.80 2.15 430 285073
9 15 13 2 8667 391021 10,391.40| 167176 -2059.71 2.34 1520 3,165.95
8 15 12 3 80.00| 485965 1077435 -196443| -31556 2.47 990 3,494383
7 15 13 2 8567 5203584 1534876| -1,531.08| -2787.78 3.40 2209 430594
3 15 14 1 D3.33| 4,494.16| 11639.99| -2442.50 2,442 90 1.84 2576 4,031.69
5 17 13 4 76.47| 475040 1123892 -3,507.33 5,614.24 1.35 4.40 7.41
4 18 13 5 72.22| 438167 1053048 -2,109.23 5,725.16 2.08 5.40 4
3 18 13 5 72.22| 331350 693392 -2,135.24 5,355.22 1.55 403
2 18 16 2 8880 366968 1281415 179288 -2251.30 2.05 16.37
1 18 15 3 8333 3236524 1450765| 186279 3,547.32 1.95 973

The only instance that went more than 4 days before closing above the entry price
triggered on 9/17/2001. That was the day the market re-opened after the 9/11/2001 attacks.
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Here again we see very strong numbers on a somewhat small sample size. Below is a
profit curve showing a 2-day holding period.

SPY closes = 1% above the open but still down on the day. Close < 10ma and < 200ma.

Buy on close. Sell 2 days later. $100k/trade. 1993 - present.
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Trade Number

The strong steady upslope shows the gains were not due to just a few outliers. | have
included both of these studies on the Active List tonight.

| have updated the Aggregator chart below.
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With tonight’s evidence considered the green Aggregator Line remained above zero.
Positive readings mean net expectations are for upside over the next few days.
Meanwhile, the black Differential Line also held above 0. The positive Differential Line
reading means SPX is oversold versus recent expectations. So expectations are positive
and SPX is oversold. This is considered a bullish configuration. Bullish configurations
are visible on the chart whenever both lines close above zero. Therefore, the Aggregator
signal stayed long at the close.

With the current active studies, expectations are slated to remain bullish on Friday. This
could change if strongly compelling new bearish evidence emerges. The Differential
Pivot will be 2801.02 on Friday. That is a whopping 3.9% above Thursday’s close, and it
is unlikely we will see a rally that large on Friday. A more likely scenario for working
off te oversold condition would be a multi-day rally or consolidation.

The Aggregator is bullish. Evidence is quite a bit more compelling tonight. And there is
a ton of room to the upside before SPX would turn overbought. So reward/risk appears
favorable. But with the environment highly volatile and the intermediate-term uncertain,
I am not inclined to make big bets. | will dip my toe in with a small index position on
Friday if I can get a favorable entry.
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Intermediate-term Outlook (2 weeks — 2 months) — updated 12/3— neutral

The intermediate-term outlook was last updated in the 12/3/18 Letter. It can be found in
the most recent weekly letter on the website.
http://quantifiableedges.com/current-weekly-letter/

Catapult and Capitulative Breadth Statistics
Catapult & CBI Presentation Link

OpenCatapult Triggers
None

Broad Market Large Cap CBI -0

Additional New Trade ldeas

A full listing of system triggers can be found at the numbered systems page each night. |
will cherry pick some of my favorite setups from the S&P 100 and ETF lists along with
occasional other trade ideas to track below.

SPY — Buy % index position @ $269.84 LIMIT. Base on the short-term outlook above, |
will look to take on a small SPY position if | can get filled at Thursday’s close or better.

Current Open Trade Ideas
None currently

A complete list of Quantifiable Edges trade idea results since the inception of the letter in
2008 can be found here.

This report has been prepared by Quantifiable Edges, LLC and is provided for information purposes only. Under no circumstances is
it to be used or considered as an offer to sell, or a solicitation of any offer to buy securities. While information contained herein is
believed to be accurate at the time of publication, we make no representation as to the accuracy or completeness of any data, studies,
or opinions expressed and it should not be relied upon as such. Robert Hanna, Quantifiable Edges, LLC or clients of Quantifiable
Edges, LLC may have positions or other interests in securities (including derivatives) directly or indirectly which are the subject of
this report. This report is provided solely for the information of Quantifiable Edges, LLC clients and prospects who are expected to
make their own investment decisions without reliance upon this report. Neither Quantifiable Edges, LLC nor any officer or employee
of Quantifiable Edges, LLC accepts any liability whatsoever for any direct or consequential loss arising from any use of this report or
its contents. This report may not be reproduced, distributed or published by any recipient for any purpose without the prior express
consent of Quantifiable Edges, LLC.
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